Abstract: During the last few years, life insurance market in Serbia has had an upward trend, however, it still significantly falls back in comparison to developed 
Introduction
Banks dominate domestic financial market, while insurance companies, as financial institutions, have a smaller share of this market. Experience of other countries which went through a transition period, which Republic of Serbia is going through, confirm the fact that development of insurance market takes time and that insurance sector develops after banking sector (Jeremić & Paunović, 2011) .
Although there is a great number of insurance companies, the insurance market has a relatively high concentration degree. In 2011, three companies had a market share of 63,1%, five companies had 25,4% (44,8% of life insurance premiums belong to this group), and fifteen 11,4%. Data from previous years indicate that there is a significant downward trend of concentration degree, which began in 2007 (National Bank of Serbia, 2012) . Ever since the beginning of the implementation of Insurance Law in 2004 (Službeni glasnik, 2004 ) the insurance market in Serbia has been relatively stable, with an upward trend. However it still faces numerous problems.
The most important factors of life insurance are: national income and standard of living; stability of domestic currency; development of social insurance in a country; employment rate and other economic and demographic variables. Among the mentioned factors, monetary stability is especially important, because any change in the purchasing power of money destimulates every form of saving and therefore it represents one of the most significant limiting determinants of life insurance development (Avdalović, 2007) .
Identical opinion have Chi- Hung and Chien-Chiang (2012) who emphasize that among economic factors affecting life insurance demand, income level should be the most fundamental factor on the purchase decision for insurance.
Additional confirmation comes from the survey carried out by the reinsurance company Swiss Re in April 2012 for European countries. The aim was to determine users' opinions about the industry of life insurance (Swiss Re, 2012) . The main reason for not purchasing insurance in all age groups was the fact that they cannot afford to purchase insurance policy, lack of interest and up to certain extent lack of trust. These reasons can be stated as the key obstacles in the development of life insurance in Serbia.
The above mentioned circumstances, intensified by the negative influence of global economic crisis, contributed to the fact that the level of life insurance in Republic of Serbia is still low. In the realization of future goals of economic growth and development, life insurance can have significant role both in achieving security of individuals and financing state development as institutional investor. Furthermore, Chi-Hung and Chien-Chiang (2012) point out that the development of the insurance market should not be ignored because, like the banking sector and stock market, it plays an important role in promoting economic growth.
Authors Burnett and Palmer (1984) state that apart from economic variables, important role in making decisions on purchasing life insurance policies also have demographic and psychographic variables, they emphasize that for the insurance markets financial factors are specially important, among which net income is one of the most important.
According to Beck and Webb (2003) estimations show that countries with higher income (both current and permanent), lower inflation, and better developed banks have higher life insurance consumption. Furthermore they state that rising income per capita helps drive life insurance consumption although it is considered as one of the most robust predictors of life insurance consumption across countries and over time.
In accordance with the aforementioned Ward and Zurbruegg (2000) also state that insurance market development may vary across countries because the influence of insurance market development, while channeled through indemnification and financial intermediation, is tempered by country specific factors. So forth, attitudes to risk and the appropriateness of insurance as a risk management technique are likely to be culturally determined and therefore different across economies.
Encouraged by the previous conclusions, the aim of this paper is to show how net income influences the amount of life insurance premium on a particular case of the life insurance market in the Republic of Serbia.
The research is based on the presentation of the life insurance market in the Republic of Serbia and its comparison to the markets in the region. Indicators and characteristics of life insurance market are presented along with the current trends in the market. A regression model is created which shows the impact of net income to the amount of life insurance premium in the Republic of Serbia. This model, together with abstracting other affecting economic, demographic and psychographic variables, indicates positive statistic relation between net income and the amount of life insurance premium.
Methodology of Research
The standard methodology for humanities and social sciences was used for this research. Descriptive and comparative methods along with analyses of institutional reports were used to present the situation and tendencies in the life insurance market in the Republic of Serbia. The fundamental part of the research which led the authors to the stated conclusions was based on the mathematical and statistical methods for the purpose of analyzing the variance of time series, as well as correlation and regression analysis. Microsoft Office Excel 2007 was used for data processing. Belgrade, Serbia -Ministry of Finance and Economy. (2013) .
Fundamental macroeconomic indicators
In accordance with the purpose of the research, the authors tested the following hypotheses:
H1: Existing linear trend of life insurance premium is sufficient for the further development of the life insurance market of the Republic of Serbia. H2: There is statistically significant influence of net income on life insurance premium in the Republic of Serbia.
The linear trend can be adjusted to the time series of life insurance premium amount, since the value of this parameter on average has a constant growth. In this paper authors used the method of standard error estimation according to which an optimal trend is the one with the lowest average deviations of actual values of the time series under consideration from the theoretical values -trend lines (Savić, 2005.) 
Pearson correlation coefficient was used to measure correlation between random variables:
Essentially, the goal of the regression analysis is to find an analytical expression of connection between the regressand (life insurance premium) and the regressor (average net income) with the prediction of values of the dependent variable that can be made against the specified values of independent variables.
Results and discussion

Serbia and the region
Insurance market in Serbia is characterized by a relative stability and it has a continuous but still insufficient growth. If the neighboring countries and the European Union are taken into consideration, it is obvious that this sector is Industrija, Vol.41, No. 4 2013 still underdeveloped and that it is well below neighboring countries except in the case of Romania. If the total insurance premium in 2011 is considered, Serbia is ranked 79 th and when compared to the neighboring countries it has the worst position with a premium of 781 million USD. According to this indicator of insurance market development, Greece (ranked 43 rd ) holds the best position in the region.
According to the criterion of premium participation in GDP (insurance penetration) in 2011, Serbia is ranked 65 th with 1.7%, while in 2010 it was ranked 64 th . In the case of the EU this indicator is 7.89%. If the situation in the Central and Eastern European countries (2.62%) is taken into consideration, it can be concluded that this indicator is satisfactory. Among the analyzed countries in the region, the highest value of the premium participation in GDP has Slovenia (5.9%), and the lowest Romania (1.5%).
According to the criterion of premium per capita (insurance density), with 107 USD in 2011, Serbia is ranked 66 th in the world, the same as in 2010. If we compare this result to the EU countries (2,756.7 USD), we can see that this indicator is significantly lower in Serbia than the average values in the EU and that the insurance sector in Serbia is still insufficiently developed. Among the considered countries in the region, Slovenia with 1,464 USD (ranked 28 th ) is the best ranked country in the region. Romania with 122 USD (ranked 65 th ) is closest to Serbia. The best ranked is Switzerland with 8,012 USD, followed by Germany and Luxembourg.
Participation of life insurance premium in the total insurance premium is a significant indicator of the sector development. This indicator has a very low value in Serbia (16.1%), especially when it is compared to Greece (42.6%) and Hungary (55.3%). This indicator is lower only in Bulgaria (14.4%). If we consider only the life insurance, Serbia holds 80 th position with 126 million USD premium in 2011, which is relatively better situation than in 2010 when the premium was 111 million USD. This form of insurance in the region is best developed in Greece (38 th position) and Hungary (41 st position). According to this criterion, Bulgaria (163 million USD) and Croatia (455 million USD premium) are closest to Serbia. It is realistic to expect that the life insurance sector in Serbia in the following period will grow faster and that its participation in the total insurance premium will get closer to the values in other countries in the region. It should be noted that in Serbia it is not allowed to sell the so called "unit linked" products, specific types of investment products sold by life insurance companies. This is one of the factors of greater growth and bigger participation of this type of Industrija, Vol.41, No. 4 2013 insurance in other countries. This is especially true for the market of Hungary (Business Info Group, 2012.) From the point of view of criterion of insurance market condition in the region, it is necessary to consider macroeconomic indicators as well, especially in the field of life insurance. Table 3 presents the current condition in the stated countries of the region. It shows that the unemployment rate in Serbia, 24.4%, is far higher than in other countries. According to this indicator, Greece is closest to Serbia with the unemployment rate of 17.3%, while in other countries it does not exceed 10%. Serbia also notes the highest inflation rate in the region (at the end of 2011 annual inflation rate was 7%, and the average inflation rate was 11%). 
Life insurance market in Serbia
According to the report of the National Bank of Serbia for 2011, in Serbia insurance activities were performed by 28 insurance companies, and the total amount of premiums was 709 million USD. Participation of non-life insurance in the premium structure was 82.6%, and participation of life insurance was 17.4%. Non-life insurance premium in Serbia has substantially larger participation in total premium than in the EU countries. This is a consequence of a high unemployment rate and low living standard. Insurance market development in Serbia, measured by the total premium shows that the total premium in 2011, when compared to premium in 2010, nominally grew by 1.4%, but noted real decrease of 5.2%. Participation of life insurance in the premium structure increased from 16.5% in 2010 to 17.4% in 2011, because of the growth of 6.8% in relation to the previous year.
Life insurance premium has a constant growth in the last six years (Fig.1) , even with the influence of world economic crisis. This can be explained by the fact that this type of insurance has very low development rate. The crisis did not primarily have influence on this insurance market segment (Business Info Group, 2012) . All countries in transition have significantly bigger market share of non-life insurance than life insurance and this type of insurance is characterized by a slower growth. In 2005 percentage of life insurance share was 9.5%, and in 2011 it was 17.4 %.
Figure1. Life insurance premium 2005-2011 (million USD)
Source: National Bank of Serbia. (2012) . Insurance sectors in Serbia, report for 2011. Belgrade, Serbia: Author The share of life insurance in the total of all insurances is a significant indicator of the development of the entire insurance sector. A potential for intensified growth can be expected in the further financial market development. In the balance sheet of the financial sector for 2011, banks had a market share of 92.4%, and insurance companies 4.4%. If the previous years are considered as well, it is clear that banks have the most important role on the financial market in Serbia from the perspective of balance-sheet total and the number of employed persons.
Data Analysis
The value of life insurance premium on average has a constant growth, and the linear trend can be adjusted to this time series. Table 4 shows the amount of premium in the period 2004 -2011 (Y) and theoretical values of the amount in relation to the calculated linear trend. By inserting values in (2) and (1) The standard error, that is, an average deviation of actual data on premium volume from the trend line is 279,770,956 RSD, and coefficient of variation shows that the standard error is 5.04% of the time series arithmetic mean (5,546,125,000 RSD).
If a corresponding value for year designation is inserted in the linear trend equation, a trend value for 2013 and 2015 can be estimated, which is the expected value of premium volume for the year under consideration. The results are as follows:
2015 =13.9 billion RSD
With a probability of 95%, it can be expected that the premium volume in 2013 will be in the range between 10.97 and 12.34 billion RSD, and in 2015 in the range between 13.2 and 14.56 billion RSD. Since the level of life insurance premium in Croatia and Romania in 2011 reached the level of 455 and 544 million USD respectively (which is approximately 33.4 billion RSD and 39.9 billion RSD respectively, at the average exchange rate of the National Bank of Serbia for 2011), it is clear that such a trend will not lead to the expected development and that a more intensified growth is necessary. Therefore, the hypothesis H1 is rejected.
The aim of the regression analysis is to determine whether and up to what extent there is a dependency between the considered variables (volume of premium and average net income). Regression analysis results are presented in Table 6 : The value of correlation coefficient r=0.94 indicates that there is a strong correlation between the observed variables. Coefficient of determination 2 is 0.885. This means that the model explains a 88.5% variance of the dependent variable i.e. premium amount, that is 88.5% of the sum of squares of deviation of the dependent variable from the arithmetic mean is explained by the regression model. T-test shows if the variable gives a statistically significant contribution to the equation. The null hypothesis is that = 0, and the number of degrees of freedom is 6, against alternative hypothesis is that ≠ 0. P-value is below 0.05, meaning that the tested hypothesis that the average net income has no significant impact on the volume of life insurance premium is rejected at a 5% level.
According to the regression analysis results, hypothesis H2, that there is statistically significant influence of net income on life insurance premium in the Republic of Serbia, is confirmed.
The regression equation has the following form:
Regression coefficient 1 β shows that the amount of premium is increased by approximately 293,914 monetary units when the average net income is increased by one monetary unit.
If the average net income was increased from 40,872 RSD (the amount in 2011) to estimated 74,118 RSD, the amount of net income in the same year in Croatia, (converted in RSD at the official exchange rate of the National Bank of Serbia), life insurance premium would, according to this model, be approximately 21.8 billion RSD. With the assumption of income increase of 1.81 times, life insurance premium would be increased 2.34 times. However, the amount of life insurance in Croatia, with the stated average net income, is 125.5 billion RSD. This means that allocations for life insurance from the net income in the Republic of Serbia must be significantly increased together with the increase of net income. The aim of this is to bring nearer the development rate of this segment of insurance market to developed markets of the European Union.
Conclusions
The main point of this paper was analysis and projection of life insurance premium on the basis of linear trend parameters and correlation degree between the average net income and amount of life insurance premium. This pointed to the necessity of intensified development of life insurance market in Serbia. The paper presents projection of the amount of insurance premium on the basis of linear trend parameters and shows statistic relation between the average net income and the amount of premium. In this way it is explained how the increase in net income will influence the development of life insurance market.
During the period 2004 to 2011 the average growth of premium was 1.11 billion RSD. Projection on the basis of a linear trend determined that premium growth degree needs to be greatly intensified, so that the market performances reach the level of developed life insurance markets.
There is a significant statistic relation between the average net income and the amount of life insurance premium which indicates the fact that it is necessary primarily to increase the living standard. According to the regression model, the increase in income by one monetary unit does not result in a satisfactory increase of premium amount. This proves that the allocation for life insurance from the net income needs to be significantly increased, so that life insurance per capita can be increased and life insurance market can be developed.
Apart from other quantitative factors, in respect of potential development of life insurance, it is necessary to consider qualitative determinants as well, such as awareness of life insurance benefits, insurers' habits, approach to future insurers, etc. However, the key determinate is the average net income, which was proven by a high correlation degree between life insurance premium amount and average net income.
The process of creating stable system of life insurance and promoting trust of public in this sector are in progress. It is necessary to monitor all participants in order to secure protection of users. Development of life insurance will greatly depend on the economy, but also on the readiness of the society to develop in this field, which has a potential to develop with constant education of users.
In conditions of a low living standard, it cannot be expected that the employees participate substantially in programs of life insurance. World economic crisis caused great consequences in all micro and macro aspects, including insurance market. The increase in the living standard and recovery of economy create conditions for significant development of life insurance.
Although Serbia has poor indicators in comparison to the developed European countries and the countries in the region, it has a development potential for the insurance market which has not sufficiently been used. Improvement of life insurance would improve the position of insurance companies in the financial market which would lead to a further development of life insurance and insurance in general.
